Depariment of Veterans Affairs

which there is a farm residence shall be
secured by a first lien on the property
or estate. Loans for the construction of
a farm residence or other dwelling
shall also be secured by a first lien.

(b) Loans solely for the purpose of en-
ergy conservation improvements or
other alterations, improvements, or re-
pairs shall be secured in the following
manner:

(1) Loans for $1,500 or less need not be
secured, and in lieu of the title exam-
ination a statement may be accepted
from the borrower that he or she has
an interest in the property not less
than that prescribed in §36.4515(a).

(2) Loans for more than $1,500 but 40
percent or less of the prior to the im-
proved reasonable value of the property
shall be secured by a lien reasonable
and customary in the community for
the type of alteration, improvement, or
repair financed.

(3) Loans for more than $1,500 and for
more than 40 percent of the prior to the
improved reasonable value of such
property shall be secured by a first lien
on the property or estate. However,
such a home improvement loan may be
secured by a lien immediately subordi-
nate to the lien securing the previous
loan extended by the Secretary, if the
Department of Veterans Affairs is the
holder of all liens of superior priority
on the property.

Authority: 38 U.S.C. 3711(d)(1))

(c) Tax liens, special assessment
liens, and ground rent shall be dis-
regarded with respect to any require-
ment that loans shall be secured by a
lien of specified dignity. With the prior
approval of the Secretary, Under Sec-
retary for Benefits, or Director, Loan
Guaranty Service, liens retained by
nongovernmental entities to secure as-
sessments or charges for municipal
type services and facilities clearly
within the public purpose doctrine may
be disregarded. In determining whether
a loan for the purchase or construction
of a home is secured by a first lien the
Secretary may also disregard a supe-
rior lien created by a duly recorded
covenant running with the realty in
favor of a private entity to secure an
obligation to such entity for the home-
owner’s share of the costs of the man-
agement, operation, or maintenance of
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property, services or programs within
and for the benefit of the development
or community in which the veteran’s
realty is located, if the Secretary de-
termines that the interests of the vet-
eran-borrower and of the Government
will not be prejudiced by the operation
of such covenant. In respect to any
such superior lien to be created after
June 6, 1969, the Secretary’s determina-
tion must have been made prior to the
recordation of the covenant.

[20 FR 6261, Aug. 26, 1955, as amended at 20
FR 9180, Dec. 10, 1955; 23 FR 2340, Apr. 10,
1958; 34 FR 9561, June 18, 1969; 45 FR 20472,
Mar. 28, 1980; 61 FR 28059, June 4, 1996]

§36.4517 Incorporation by reference.

The regulations concerning direct
loans to veterans in effect on the date
a loan is closed shall govern the rights,
duties, and liabilities of the parties to
such loan during the period the Depart-
ment of Veterans Affairs is the holder
thereof, and any provisions of the loan
instruments inconsistent with such
regulations are hereby amended and
supplemented to conform thereto.

[15 FR 6290, Sept. 20, 1950]

§36.4518 Supplementary administra-

tive action.

Notwithstanding any requirement
condition, or limitation stated in or
imposed by the regulations in this part
concerning direct loans to veterans,
the Under Secretary for Benefits, or
the Director, Loan Guaranty Service,
within the limitations and conditions
prescribed by the Secretary, may take
such action as may be necessary or ap-
propriate to relieve any undue preju-
dice to a debtor, or other person, which
might otherwise result, provided such
action shall not impair the vested
rights of any person affected thereby.
If such requirement, condition, or limi-
tation is of an administrative or proce-
dural nature, such action may be taken
by any employee authorized to act
under §36.4520.

[23 FR 2340, Apr. 10, 1958, as amended at 61

FR 28059, June 4, 1996]

§36.4519 Eligible purposes and reason-
able value requirements.

(a) A loan may be made only for the
purpose hereinafter set forth in this
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paragraph, and the loan may not ex-
ceed the reasonable value of the prop-
erty as established by the Department
of Veterans Affairs:

(1) To purchase or construct a dwell-
ing to be owned and occupied by the
veteran as a home;

(2) To purchase a farm on which
there is a farm residence to be occupied
by the veteran as a home;

(3) To construct on land owned by the
veteran a farm residence to be occupied
by the veteran as a home;

(4) To repair, alter, or improve a farm
residence or other dwelling owned and
occupied or to be reoccupied after the
completion of major alterations, re-
pairs, or improvements to the prop-
erty, by the veteran as his or her home;

(5) To make energy conservation im-
provements to a dwelling owned and
occupied or to be occupied after the
completion of major alterations, re-
pairs, or improvements to the prop-
erty, by the veteran as his or her home;

(6) To refinance (38 U.S.C. 3710(a)(5))
existing mortgage loans or other lines
which are secured of record on a dwell-
ing or farm residence owned and occu-
pied or to be reoccupied after the com-
pletion of major alterations, repairs or
improvements to the property, by the
veteran as the veteran’s home;

Provided, The veteran certifies, in such
form as the Secretary may prescribe,
that he or she has paid in cash from his
or her own resources on account of
such purchase, construction, alter-
ation, repair, or improvement a sum
equal to the difference, if any, between
the purchase price or cost of the prop-
erty and its reasonable value.

(b) In the case of a loan for the con-
struction of a farm residence or other
dwelling on land owned by the veteran,
a portion of the loan proceeds may be
expended to liguidate an indebtedness
secured by a lien against such land, but
only if the reasonable value of the land
is equal to or in excess of the amount
of the indebtedness secured by such
lien and if the liquidation of such in-
debtedness will permit the loan to be
secured by a first lien. Except as pro-
vided in §36.4507, no portion of the pro-
ceeds of a loan for repairs, alterations
or improvements to a farm residence or
other dwelling may be expended to lig-

38 CFR Ch. | (7-1-03 Edition)

uidate a prior lien against the prop-
erty.

(c) No direct loan may be made for
the purpose of an interest rate reduc-
tion refinancing loan pursuant to 38
U.S.C. 3710(a)(8).

(Authority: 38 U.S.C. 3711(b))

[20 FR 6261, Aug. 26, 1955, as amended at 43
FR 60461, Dec. 28, 1978; 46 FR 43675, Aug. 31,
1981; 49 FR 42571, Oct. 23, 1984]

§36.4520 Delegation of authority.

(a) Except as hereinafter provided,
each employee of the Department of
Veterans Affairs heretofore or here-
after appointed to, or otherwise law-
fully filling, any position designated in
paragraph (b) of this section is hereby
delegated authority, within the limita-
tions and conditions prescribed by law,
to exercise the powers and functions of
the Secretary with respect to the mak-
ing of loans and the rights and liabil-
ities arising therefrom, including but
not limited to the collection or com-
promise of amounts due, in money or
other property, the extension, rear-
rangement, or sale of loans, the man-
agement and disposition of secured or
unsecured notes and other property. In
connection with direct loans made and
held by the Department of Veterans Af-
fairs, such designated employees may
take any action which they are author-
ized to consent to or approve in respect
to guaranteed or insured loans under
the regulations prescribed therefor by
the Secretary. Incidental to the exer-
cise and performance of the powers and
functions hereby delegated, each such
employee is authorized to execute and
deliver (with or without acknowledg-
ment) for, and on behalf of, the Sec-
retary evidence of guaranty and such
certificates, forms, conveyances, and
other instruments as may be appro-
priate in connection with the acquisi-
tion, ownership, management, sale,
transfer, assignment, encumbrance,
rental, or other disposition of real or
personal property or of any right, title,
or interest therein, including, but not
limited to, contracts of sale, install-
ment contracts, deeds, leases, bills of
sale, assignments, and releases; and to
approve disbursements to be made for
any purpose authorized by 38 U.S.C.
chapter 37.
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